The purpose of this study is to analyse the performance of Hewlett-Packard Company.
Technology on the achievement of HP is not limited to the techonological aspect but also focus the soft skills and expertise which are best to HP software crew.
Problem statement
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The five past years have convinced many observers that current risk management practices are deeply flawed, and that such flaws have contributed by showing the need to distinguish between flawed assessments by risk managers and corporate risk-taking decisions. This risk can have various aspect not only to the internal factors of the company but also the external factors can be affected to control the company. A lot of external control embraces the field of ecological regulations and compliance. External factor could be the main reason why the company performance change. For example, HP industry give a huge impact to North America's Gross Domestic Products growth rate that risen for four straight quarters.
See Isa, Hassan, & Abdullah, 2012 said, the change in economic factor like GDP, inflation rate, price and government regulation will affect the decision of companies in investment. In 2013, the strengthening of the economy over the course is a testament to North America's resilient private sector and North America's workers.
While we are busying to investigate the external factors problem, internal factors also could be the reason in affecting the company's performance such as the liquidity risk, operational risk, and credit risk. Internal factors owning to the project design or the human factors. Human performance, skill availability, capability and motivation are essential factor that contribute to the success of the company. In 2012, HP implemented some leadership and organizational change, merging their global account sales organization into ESSN, and centralizing all of their marketing and communications activities. This will affect to their operational performance. Credit risk is one of the biggest risk that could happen and affect the company's performance because of the non-performing loan increases and causes collapses of banking industry around the world.
Aim, Objectives and Scope
Overall, I focus my study on one particular company to determine the company's liquidity risk. The attractiveness of this company become clearer when considering that firms assets in this sector are faced with the same array of risk and seem to display a sufficient amount of variation in earning management practices.
Objectives of this study particularly are :
1. To investigate the internal factors toward liquidity risk.
2. To investigate the macro-economic factors toward liquidity risk.
3. To investigate the internal factors and macro-economic factors towards liquidity risk.
The scope of study simply refer to the accounting and financial ratios was based on Hewlett-Packard Company annual report for 5 years (2012-2016) from multi-national industry from North America as a proper statement of the problem will serve as a useful guide to doing this study.
Organisation of the Study
This study includes of five main chapters. Chapter one provides the background of the study that indicates overview of study, problem statement that explain about the problem, research aim, objectives, and scope of the study, and organisation of the study. While in chapter two, I reviews the literature, the subject discussed in this chapter is about firms' liquidity risk and its determinants. In chapter three, I more serious focus on details the theoretical framework, measurement of variables, research methodology and describes the data analysis. Besides, chapter four would more stress the results and findings of the study, which includes the descriptive statistical analysis, correlation and diagnostic test that gives a difference results.
Finally, chapter five would be summary and conclusions of the study, I would like to give some future recommendations of the study, implications, and the limitation of the study.
CHAPTER TWO LITERATURE REVIEW
Introduction
This chapter is indicates to the review of literature related to the study. This chapter focus to two part which is 2.2 is background of the study will define the definition and concept of financial risk and liquidity risk, and also provide an insight into the liquidity risk formation and its determinants consist of firm specific factors and macroeconomic factors.
Background i. Financial Risk
Financial risk refers to the chance a firm's cash flows are not enough to pay creditors and fulfil other financial responsibilities (Waemustafa 2018 ).
Financial risk is any of type of risk associated with financing, including financial transactions and possibility that shareholders will lose money when they invest in a company own many debt. Financial markets are strongly affected by external news. According to John (2000) , financial risk tolerance definces as the maximum amount of uncertainty that someone is willing to accept when making a financial decision, reaches into almost every part of economic and social life. Financial risk issues can be found in firm's financial report.
ii. Liquidity Risk
Peter (2012) 
iii. Market Risk
Market risk is also known as price risk. This is the risk that movements in the level of market prices of currencies, interest rate instruments, equities or commodities may cause an institution to suffer a financial loss. For example, such movement, if big and volatile, it can have disastrous impact on an institution's financial health (Waemustafa 2018) . Hendricks and Hirtle 
iv. Operational Risk
Operational risk is due to inadequate internal controls, human error or failure of IT systems. There has three main area of human error are inexperience, incompetence or corruption. Basel Committee (2003) indicates operational risk is basically "the risk of loss resulting from inadequate or failed internal processes, people and system or from external event", where legal risk was also included under this risk. Even a company has a tight operating structure or loose, they still can do much to determine the impact of operating risk.
Hull (2012) as cited by Nastiti (2017) state that, even is the operational risk is hard to be manage, there has only two result posed by operational risk, whether the firm will experience a cost rising or a drop in revenue. Jarrow 2008 reported that there has two types of operational risk can be further classified which are risk arises from the error in the technology used by the company which also includes the failure in the process and transactions and the second type is risk arises due to the agency cost.
v. Credit Risk
In note of FRM said, credit risk is defined as the goal of credit risk management is to maximize a bank's risk-adjusted rate of return by maintaining credit risk exposure within acceptable parameters. Credit risk is one source of market risk. Eventhough, the adverse selection and moral hazard inherent in the market for credit present challenges that are not present at least to the same degree with many other forms of market risk (Darrell and Kenneth 2003) . Credit risk is the risk of potential default by one of the counterparty to a financial transaction. When this happens, the non-defaulting party may end up suffering a financial loss (Waemustafa 2018) . The default could be due to one party being insolvency that cause total inability to make full payment on due date or thereafter or having a liquidity problem which unable to make payment on due date to a later date. Commonly there has two types of credit risk under financial risk management which is pre-settlement risk and settlement risk. Pre-settlement risk is the risk that the non-defaulting counterparty will incur a cost in replacing a financial contract while settlement risk is the risk that one party in a foreign exchange trade, pays out the currency it sold but does not receive the currency it bought.
vi. Interest Rate Risk
Interest rate affect the success of projects significantly. Interest rate risk arises from adverse changes in interest rates, causing higher interest costs or lower investment income, and therefor lower profits or even losses (Brian 2001).
Most investor avoid short term plays by investing in a basket of shares/bonds over a longer term (Yen, 2000) . Siddhantha (2011) in the study said managing interest rate risk has become a crucial task for portfolio managers. Therefore, given the complexity of interest risk products and the range of macroeconomic factors that affect them, participants in the fixed income markets need to have frameworks for logical and embedded risks (Siddhantha 2011).
CHAPTER THREE DESIGN & METHODOLOGY
Introduction
In this chapter, I would discuss about the approach used in the research to collect data. This method is used to achieve the objectives of the study and thus to get a perfect result in the end of the study.
Proposed Methodology
The data that are used in this study firstly collected from the balance sheet and income statement of each year that provided in the annual report of the Hewlett-Packard
Company. Next, the data collected from the annual report must be transfer to excel spreadsheet in order to calculate ratios needed for the empirical study. 8 | P a g e
The other method that I used in this study is yahoo finance data. I used this method to find the price change for the firms and evaluate the mean, variance, standard deviation, maximum and minimum value of price and median. Yahoo finance tools has a special choice of frequency like daily, monthly, yearly, or 5years. So this is easier for me to collect the 5years data from yahoo finance.
Summary
This two methods help me a lot while doing the dissertation. SPSS has make no sense at all. Wheresa people excel at recognizing and manipulating number. This is a devise of coding system, a set of numeric identifiers for the different value of variable.
The yahoo finance can come out with various graph with minimum and maximum value of price.
CHAPTER FOUR DESCRIPTIVE ANALYSIS AND FINDINGS
Introduction
Financial statement analysis allows researchers to identify the trend of HewlettPackard by comparing the ratios across five years period. There has three main components of financial statement which are income statement, balance sheet, and cash flow statement. These statement allow us to measure the liquidity, profitability, leverage, and leverage efficiency.
Liquidity Risk Figure 4.1 Current ratio of HP company
Current ratio is being used to measures a company's ability to pay short term and long term debt with company's assets in specific is cash. This might happen when the investor or entity unable to convert their assets into cash quickly with minimum loss. The high current ratio can be defined that the company was able to cover their obligation because the amount of asset is more than the liabilities. Liquidity risk is measured by computing current ratio for 5 years starting 2012 until 2016. Market risk or also known as a systematic risk is price risk. It cannot be eliminated through diversification though it can be hedged against. Changes in gross domestic product (GDP), inflation rate, exchange rate, and interest rate are some of the market risk determinants. The graph above shows the movement of the determinants during these 5 years. GDP is used to measure the monetary value of the goods and services a country produces in a year. The GDP in United State was stable during these 5 years from 2012 to 2016. has the highest GDP in 2015 with the value of 2.9 %. It indicates that in that particular year, the country's economy is at its best. A higher GDP is preferred because it shows that the economic condition of a particular country is growing. However, in 2016 it decline reaching the lowest point of 1.5 % in 2016. This may be caused by the global financial crisis that happens around that time. A similar declining trend can be seen for inflation rate. The inlation rate has been dropping drastically from 2.1% in 2012 to 0.1% in 2015. A high inflation is not good for the country as it will reducing the value of money unless the interest rate for that particular year is higher than the inflation rate. In 2012, the interest rate is only 0.25% and maintaining until 2014 and increase 0.25% every year until 2016 it become 0.75%.
Interest rate directly affect the inflation rate of a country and may lead company to issue more bond to finance the expansion of their business. Besides that, it can be seen that the exchange rate in base of currency US Dollar and the counter currency of Europe dollar are stable around 1.22% to 1.45% in 5 years. A lower currency makes a country's exports cheaper and its imports more expensive in foreign markets.
Operational Risk Figure 4.3 Operational ratio of HP company
Operational risk happens due to failure in human doing, system, processes and external events. If the operational risk is not manage well or uncontrolled properly, it can be a serious risk and can cause business failure. Based on the figure 4.3 above, it shown the higher ratio is in 2012. This is because of conflicts, war, geopolitical that happen in that year affect ability to manage logistics, operate the transportation and communications systems. It result in a decreasing in demand for our products.
The lower the ratio, the high net profit ratio. In this study, I revealed that in 2016 the operating ratio is the lower compared to others years. It means, in 2016, HP Company can cover cost of goods sold as 92.64 % by using the sales revenue. This happen due The performance of credit risk in this assessment was measured by average collection period that is depends on credits sales and account receivable. Average collection period is a strong indication of a firm's liquidity over the account receivable which is the money that customers owe to the company, as well as of the company's credit policies. A short period suggest a tight credit policy and effective management of accounts receivable which allow the firm to meet its short term obligation. Return on assets is a type of return on investment (ROI) that measures the profitability of a business in relation to its total assets. This ratio indicates how well a company is performing by comparing the profit it is generating to the capital it is invested in assets.
The higher the return, the more productive and efficient management is in utilizing economic resources. Based on figure 4.5, it shown the higher ratio which is 8.6% in year 2016. In other words, every dollar that HP Company invested in assets during the year will produce 8.6 dollar of net income. This is because of the net revenue increased 1.7% to 18.0 billion while the net revenue from outside United State decrease by 10.4 % to 30.2 billions. This due to the separation costs that they made.
In 2012, figure 4.5 shows that the lowest ratio which is -11.63%. It means HP
Company cannot invest in their assets due to loss from operations as 9.2 % of net revenue.
This issues happen because of loss in the impairment of goodwill and purchased intangible assets and loss from the Corporate Investment segment. For the information, the relevant or significant can be measured by P-value. The P-value significant must not more that 0.1, p < 0.1. In this company, Hewlett-Packard Company positive and significant with p < 0.1 are quick ratio in 0.004, GDP 0.023, and ROE 0.036 in model 3. However, in model 2 there has some value that exceed 0.1 and literally not significant to liquidity risk which are inflation 0.161 and interest rate 0.234.
The finding of the study shows that liquidity ratio is positively significant to GDP with 0.886. Means that, the higher GDP in economic growth, the higher cash they have due to rising the economic productivity will increase the value of money. This study shows is contradictory to the findings of previous studies which Saleem and Rehman (2011) who found that liquidity ratio has no significant on ROE. The relationship is negative relationship between the dependent due to ROE decrease, liquidity ratio increase. The significant negatively with -0.844. Other than that, quick ratio shows a very significant to liquidity risk with positively which is 0.965. It means, the increasing of quick ratio will increase the current ratio.
Furthermore, inflation and interest rate show the negative relationship with current ratio (liquidity risk) that indicate in Appendix C.2. The inflation is negatively to current ratio because in every increasing in inflation will decrease the liquidity. Inflation will reduce demand and supply by customer, so there the average stock holding period will increased. It is the same situation with interest rate. When interest rate decrease, liquidity ratio increase due to many people invest. In this findings show that liquidity negatively with inflation and interest with 0.563 and 0.432.
According to this 3 model analysis the result has been come that liquidity is affected by ROE, quick ratio and GDP because p-value is less than 5% of liquicity ratio. While Model 1 and Model 3 also the good value because it near to 1.00 percentage. In model 1, adjusted R square shows the number 0.872 with means, only 87.2% of variance can be explained by the firm specific factors and the rest remain unknown. For model 3, it is better than model 1 where it is 90.3% that can be explain and only 9.7% that cannot be explained by predictor internal and external factors. Based on the value of adjusted R square obtained by model 1, 2 and 3, it shows that the macroeconomic factors explain the variance in the liquidity of the company more than the firm specific and the combination of internal and external factors. Based on the use of coefficients, the independent variable that has influence on the liquidity risk can be determined through the identification of significant level of 5 % with p-value. P-value < 0.001 indicate that the independent variable has the most influence on the dependent variable. P-value <0.05 indicates a moderate influence of independent variable on the dependent variable while variable that has p-value < 0.10 has the least influence. Coefficient is a bit extra compared to correlation that tell us about significant, According to table 4.3, t-value of Interest have a big negative influence to the company which is -35.504 while the significance is 0.018. Normally the smaller number of significant, the biggest of t-value. In the findings, the beta of interest is -0.665 indicates that it is negative influence to the company. Meanwhile, inflation also shows the negative influence to the company which t-value is -35.436 while the significance is also 0.018.
Model Summary
Coefficients
The beta for inflation shows -0.716. However, the GDP give the positive influence to the company among the variable. The number of significant of GDP is 0.034 while the tvalue is 18.695. The beta also shows the positive relationship influence to liquidity which is 0.349. can imply that the share price change in light of supply and demand. According to Zainal (2017) , if the bigger number of people expected to offer a stock than get it, there would be more on supply and demand, the price would drop and inverse.
Price Change
CHAPTER FIVE CONCLUSION AND RECOMMENDATIONS
Introduction
This study aims to determine the firms' liquidity risk and its determinants for Hewlett-Packard Company. To achieve this objective, internal factors (credit risk, operational risk, profitability, and corporate governance) and macro-economic factors (market risk, inflation, gross domestic product, exchange rate, and interest rate) were used in this study. Hence, in this chapter, the discussion will be based on the findings in chapter four. Conclusion and recommendations for future research are included in this chapter.
Conclusion
Overall, I focus my study on one particular company to determine the company's liquidity risk. The attractiveness of this company become clearer when considering that firms assets in this sector are faced with the same array of risk and seem to display a sufficient amount of variation in earning management practices. This study is done to achieve the research objectives as below :
Based on the table of both correlation ( Meanwhile, macro-economic factors was found to be influencing the liquidity.
Based on the coefficient table, (Appendix C.4) the value shows that all the market risk element positively significant to liquidity risk with p-value < 0.001. Overall, both internal and macro-economic factors influence the liquidity risk of a company.
Recommendations for Future Work
Based on the findings, quick ratio has a significant relationship with liquidity risk.
It is important to Hewlett-Packard Company to manage their cash, short-term marketable securities and account receivable in order to reduce liquidity risk. HP need to switch the short-term debt to long term debt. This is because when use long term debt, it will give you more benefit of smaller monthly instalments and lower interest rate. The principal also would not due their payment. Removal the short-term debt frome the balance sheet allows HP to have better quick and current ratios and also allow to save some of the liquidity in the near term and put it to better use.
In to HP Company, HP cannot buy and sell in credit. This is because the business will always have short-term obligations and to face them, HP need to have plenty of cash on hand or at the very lease have assets that can be converted quickly to get cash. Usually, the vendors or suppliers would not might be willing to wait until we have cash to pay them so the best solution is stop making longer payment cycles. To maintain the cash, HP need to various of planning and financing strategies in an effort to ensure that the worldwide cash is available when it is needed.
APPENDICES
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